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I. Currency used for Postage Payment 


Eric P. Newman 


Making payment for postage during all periods of Colonial Ame- 
was complex and cumbersome = even more difficult than paying 
other items of small value. This was due primarily to : 


(1) the failure of England to furnish an adequate 
supply of coin for use in the American colonies, 
particularly small change; 

(2) the payment of postage in the equivalent of Bri- 
tish sterling which was a "foreign" exchange to 
the American Colonies; 

(3) the non-uniform monetary standards between the 
individual Colonies themselves; 

(4) the fluctuations from time to time in the value 
of paper money of the individual Colonies rela- 
tive to both gold and silver coin and to ster- 
ling exchange; 

(5) the circulation in the American Colonies of Eng- 
lish copper coin, genuine and counterfeit, far 
above its intrinsic value and its sterling value. 


Because of these problems the postage rates set by England 
r to 1775 were payable in English sterling exchange which was 
equivalent of 96 grains of silver to the English shilling. This 
of payment, like other English economic regulations, was a 
dy drain on the small amount of English gold or silver circu- 
ng in the Colonies. 


The pounds, shillings, and pence constituting the English mo- 
y system and the English gold and silver coinage of the se- 
teenth and eighteenth centuries were not generally applicable 
transactions in the American Colonies. The English government 
English merchants expected the American Colonies to be a source 
income for England and to be an outlet for English manufactured 
cts, Since no gold or silver were mined in British North Ame- 
a and virtually no payments in gold or silver were made by the 
er country for American products the only source of precious 
or specie coin in the Colonies was from Central America, 

th America and the West Indies. The right of American Colonies 
Participate in such trade was restricted and the coin which was 
ained in selling products or raw materials to those Spanish, 
mech and Portugese areas was steadily used to pay English mer- 
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chants for goods as the American standard of living increased. 


Early monetary transactions within the British Colonies were 
primarily by delayed barter, using extensive bookkeeping. The Ame- 
rican merchant would sell supplies to farmers and craftsmen on ac- 
count and payments would be made by the purchaser in farm products, 
commodities or manufactured items at market prices when such items 
were produced. A money payment for each small transaction was not 
always essential. Although these transactions were entered on the 
books in pounds, shillings and pence a debtor could not generally 
pay for them in specie. The system operated as a commodity exchange 
with specie coin needed by the merchant for payment to England for 
imported goods. Specie coin, therefore, tended to acquire a premium 
value over bookkeeping payments. 


In 1642-Massachusetts Bay Colony raised the value of a Spanish 
American silver "piece of eight” reales (the Spanish milled dollar) 
from 4 shillings 6 pence to 5 shillings, or an increase of 11.1%. 
Since the English sterling standard remained constant this legali- 
zed a differential between Massachusetts shillings and English 
shillings. Massachusetts Bay Colony then had no money of its own to 
be used in a transaction, therefore the revaluation related to local 
prices, wages, accounts receivable and accounts payable taken toge- 
ther constituted money in account. When in 1652 Massachusetts Bay 
became the first English colony in America to mint coins from Spa- 
nish American silver those shillings and their fractions contained 
223% less silver than English coins of the same denomination. This 
increased. differential in intrensic specie value was intended to 
keep the Massachusetts Bay coins from being exported. The Colony 
was successful in preventing this. However, it had the immediate 
effect of giving the English shilling a 29% premium over the Massa- 
chusetts Bay shilling. 


New York and Maryland established a 6 shilling exchange rate 
for the Spanish dollar, thereby creating a 33-1/3 premium for Eng- 
lish coinage over the money of account of those Colonies. By 1704 
the economic pressure to increase the various colonial equivalents 
for foreign specie coin was substantial and resulted in a Procla- 
mation of Queen Anne setting the maximum premium rates at which 
silver coin of various countries could pass in America. This did 
not regulate gold or copper coin. It did not cover bullion. The 
proclamation was codified in 1707 but did not stabilize the ex. 
change. It officially established for all. American Colonies a money 
of account different from the mother country and known as Procla- 
mation Money. 


Paper money created the bulk of the circulating medium of Co- 
lonial America beginning in 1690 in Massachsetts Bay, in 1703 in 
South Carolina, in 1709 in New York, Connecticut, New Hampshire and 
New Jersey, and in all other Colonies in 1755. These issues were rev 
deemable on specific dates only by the issuing Colony and were s 
ject to the ability of the Colony to meet those obligations from 
taxes, from interest collected of Colony loans to private persons, 
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from refinancing. Each Colony's paper money fluctuated in rela- 

mm to the value of specie coin due to the economic health of the 
ony. By 1740 most of the Colonies had drastic inflation and there 
Ne eight different exchange values in America. In due course these 

jencies were revalued. A table of the value of a Spanish dollar 

shillings and pence at critical periods is set forth in the fol- 

= table. 


Value of a Spanish Dollar in 
Colonial and State Shillings and Pence 
during Critical Years 


1774 


1740 1748 1761 1778 1783 


Hampshire 23/1 49/6 
: 23/1 49/6 
23/1 49/6 


23/1 49/6 


th Carolina 63 
Gh Carolina 36 
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T-1. New Jersey paper money was payable 
in silver from 1724 to 1776. 


Some colonial paper money was issued as equivalent to specific 
nts of silver and the denominations in money were secondary. New 


I-4 


Jersey from 1724 to 1776 issued paper money in that manner, 2 penny— 
weights and 22 grains of silver being the theoretical currency va- 
lue of bills for one shilling (I-1) with other bills having propor- 
tionate multiples. One shilling sterling would have been equal to 

4 pennyweights. This differential was in compliance with the Pro- 
clamation Money provisions of the 1707 Act of Parliament. It someti- 
mes had little relationship to the reality of the exchange. In New 
York the paper money issues through 1723 had a silver equivalent of 
2 pennyweights and 12 grains plate (silver) per shilling. In Massa- 
chusetts Bay a similar basis for silver conversion was used on its 
1737-1741 issues. 
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I-2. Some Rhode Island issues were 
Payable in silver or in gold. 


During the period prior to the American Revolution many of 
the Colonies issued paper money in denominations which were low 
enough to be used for postage payments for a single letter. Massae 
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setts Bay authorized a one shilling note by 1713 and a one penny 

= by 1722. Connecticut issued 9 pence bills by 1755, while Rhode 
@slend dropped its lowést denomination from one shilling in 1715 to 6 
mce in 1740, to 4 pence in 1744, to 3 pence in 1762, Pennsylvania 
ssued 4 pence bills by 1746, and 3 pence bills by 1749. North Ca 

na dropped its lowest denomination from one shilling to 4 pence 
1748, Georgia hada 2 pence note by 1755. New Hampshire, New York, 
m= Jersey, Delaware and Maryland maintained one shilling as their 
Sewest denomination of paper money. Such bills made it possible for 
ople to pay postage without the use of small silver coin. 


It is fully understandable from the foregoing why postage, part- 
Seularly between Colonies and Europe vice versa was payable in one 
mdard currency, namely English sterling. 


Payment for postage in sterling created a problem with respect 
copper coins circulating in America. Copper coin.was not a legal 
ader and circulated by sufferance. English copper coinage from its 
zinning in 1672 had an intrinsic value equal to about one-half of 
Ss sterling or circulating value. As a result large quantities of 
fpence and farthings were produced. In addition counterfeits of 
pence appeared in quantity because of the profit in their pro- 
tion and the English government did little to control such coun- 
mfeiting. Although there was a great shortage of copper coin du- 
Snz the seventeenth century in America, substantial quantities of 
pper coin, both genuine and counterfeit, were not sent earlier to 
ste Colonies than the first quarter of the eighteenth century. The 
Seht counterfeits were a commodity of great profit to the sender. 
ere was no regulation which set the circulation value of copper 
am in the Colonies and a halfpenny usually passed for one penny in 
currency as a matter of convenience. The genuine pieces were 
h at most a halfpenny in English sterling exchange and therefore 
d not be used for sterling payment because they were of greater 
ac if used in America. In addition the number of halfpence accept- 
= in a transaction was limited by custom. Toward the middle of 
eighteenth century. the circulating value of coppers at 12 to the 
ng in most Colonies began to change, moving in 1741 to 15 to 
= Pennsylvania shilling, and in 1750 to 18 to the shilling in the 
England Colonies and Maryland. 


In 1750 New York merchants proposed changing the rate from 12 
14 to the shilling in order to prevent export or import of cop- 
s. North Carolina in 1768 reaffirmed circulation at 12 to the 

2 Carolina shilling. Colonial Virginia did not circulate cop= 


I-3. Virginia half pence (copper) 
of 1774. 
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pers in any quantity and used tobacco for its medium of exchange, 
When Virginia finally received and circulated a special 1773 coin- 
age of copper halfpence of its own the American Revolution had al- 
ready begun. 


The trustees of the Colony of Georgia retained currency equal 
to sterling and English halfpence circulated for a halfpenny there, 
The colonists were extremely sénsitive to the profits being made 
either by the Crown or by counterfeiters on copper coin, but as 
long as coppers had public acceptance it amounted to a convenient 
circulation of token maney, In 1722 when a special issue of coins 
for America was struck in England by private franchise the coins 
were summarily rejected because they were not pure copper. 


To the colonial postmasters who were obliged to account for 
postage in sterling the coppers in circulation sometimes were unac- 
ceptable if they had an excess of coppers on hand.’ Such a postmaster 
might benefit by paying out coppers in order to obtain paper money 
or specie, and on other occasions he might not have enough coppers 
to accomodate a recipient of.a letter with change. He would prefer 
to make a profit for himself in the exchnage of copper. Banking fa 
cilities had not been permitted to develop in the Colonies. 


Striking of copper coins in America by Vermont, Massachusetts, 
New Jersey, Connecticut, and by the national government during the 
1785-1788 period finally created such a glut of copper coins in 
circulation in the United States that by 1789 they were as unstable 
in value as the coppers from England had been and continued to be. 
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I-4,. Continental Currency issued 1775-1779 
was payable in Spanish Milled Dollars. 


On July 26, 1775, when the Continental Congress undertook its 
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a postal operations for the United Colonies the postage rates con- 
sinued to be set on a sterling exchange basis. The Continental Con- 
Tess had completed an authorization of its own paper currency on 

y 25, 1775 payable in "Spanish milled Dollars or the value there- 
4 Gold or Silver (I-4). The Spanish milled Dollar continued to 
equivalent to 4 shillings 6 pence sterling. For postage calcue 
ions it was equal to 432 grains of silver or 18 pennyweights, 
=n though the coin itself was somewhat lighter and had little cir- 
ation in America after hostilities began. The Continental Cur- 
mcy therefore became a paper money substitute for the Spanish 
ed Dollar during the American Revolution. Although issued with- 
any specie backing the Continental Currency held its value at 
sS silver equivalent due to patriotism and forced circulation in 
st areas until September, 1777 when steady depreciation began. 
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I-5. Weighted Average of Annual Wholesale 
Prices of 15 Commodities in Philadel- 
phia, 1773-1785. Base: Average 1773. 


Most circulating paper money issued by the individual Colonies 

to and during the Revolution suffered a heavy depreciation 

=y in 1777 particularly those of the middle Atlantic ones which 
@ccupied by the British forces. The 50% increase in postage ra- 

pproved October 17, 1777, was a realistic recognition of the 

ciation in the value of paper money (i-1). The December 28, 1779 

= rate increase of “twenty prices" over the 1775 rate was ap= 


) See Chapter on Postage Rates. 
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proved at a time when the depreciation rate was 29 for 1. The furt 
doubling of rates on May 5, 1780 (40 times the 1775 rates) coincided 
with the then currency depreciation rate of 40 for 1, 


By the end of 1780 both the Continental Currency and paper money 
issued by the States had ceased to circulate because they had become 
virtually worthless. A new specie basis of prices was_ established, 
Pennsylvania issued a new "specie" paper money, soon followed by some 
of the other States, though the national government remained aloof. 
Thus when the postal rates of December 12, 1780 were lowered to “half 
the rates paid at the commencement of the present war" postage became 
payable in full value equivalent of sterling exchange, whether in 
coin or in new specie paper money. The short lived revision of postal 
rates announced on February 24, 1781 to twice the rates of 1775 appa= 
rently was primarily for reasons of operating cost rather than beine 
a paper money value adjustment, as the new specie paper money circu. 
lating in two States had only a modest depreciation in relation to 
specie, In due course it recovered its full value as a specie equiva 
lent. 


The readjustment to the postage rates of 1775 was passed by Con 
gress October 19, 1781 and became effective on January 1, 1782, Its 
purpose was to coordinate those rates to the Pennsylvania specie cur- 
rency of which 7 shillings 6 pence (90 pence) was equivalent to a 
Spanish milled Dollar, making the basic postage rate equal to 5/90ths 
of that dollar, or one pennyweight (24 grains) of silver. 


The actual problem of paying postage with highly unstable pa- 
per money during the Revolution did not differ from the one the Ame- 
rican people were faced with when buying or selling other services or 
commodities. The matter was so complex that depreciation tables were 
approved by the United States as well as by the individual States to 
provide for correction of errors in price equivalents and in paper 
money payments during that period. 


When peace came in 1783 the States returned to the same money 
of account systems which existed before the revolution with the re- 
sult that the United States had four different shilling values to 
deal with in collecting postage. The authorization of October 20, 
1787 for a postage rate reduction of approximately 25%, effective Ap 
5, 1788, left some flexibility to adjust the rates to conform "to the 
currencies of the several states," 


Not before 1792 when Federal legislation established a mint the 
dollar money standard began to be untangled from its value complica- 
tions. 


